Ownership of demand deposits by Charles Fox
OWNERSHIP OF DEMAND DEPOSITS
1
Adjustments in the national economy that began
in the latter part of 1948 and continued in 1949
were reflected in the survey of ownership of demand
deposits conducted by the Federal Reserve System
as of January 31, 1950. A decline of 1.6 billion
dollars, or 1.9 per cent, in aggregate demand de-
posits of individuals, partnerships, and corporations
in the 12 months ending with January 31, 1949 was
followed by an increase of 1.2 billion dollars, or
1.5 per cent, in the following 12 months. These
relatively small changes followed a rapid growth
since December 1941, when the System's survey
of ownership of demand deposits was inaugurated.
Changes in demand deposits of ownership groups
were somewhat more divergent between January
31, 1949 and January 31, 1950 than in the preceding
year, when deposits of most groups declined.
1 This article was prepared by Charles Fox of the Board's
Division of Research and Statistics.
Balances of business enterprises, both nonfinancial
and financial, increased somewhat in the 12 months
ending January 31, 1950 to the highest level re-
ported. Farmers' balances declined for the second
year but deposit balances of nonfarm individuals
increased. Uninvested trust funds and balances of
nonprofit associations and of foreigners each de-
clined somewhat, as shown by Table 1.
Business deposits. Increases in business deposits
occurred in all Federal Reserve districts but two.
In the Richmond and St. Louis Districts, declines
in deposits of nonfinancial businesses exceeded in-
creases in deposits of financial enterprises, and there
were declines in total business balances.
The slight increase in total business deposits from
January 1949 to January 1950 would seem to indi-
cate that the cash position of business in 1949 was
generally satisfactory, considering the existing vol-
ume of transactions and level of prices. The rela-
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* Includes deposits of trust funds and foreigners.
NOTE.—Estimates based on Federal Reserve surveys of deposit ownership. Latest figures are for Jan. 31, 1950.
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tively sharp changes in the general business situa-
tion during the year affected the receipts and ex-
penditures of different types of businesses in differ-
ent ways, but on balance did not bring about large-
scale changes in demand deposits. In some lines
of endeavor, such as retail and wholesale trade
and manufacturing and mining, declines in income
from current business operations were accompanied
by rather general liquidation of inventories. In
other businesses, such as those included in the
public utilities category, it seems probable that
changes in income took place at the same time as
shifts in expenditures on plant and equipment.
And in the category of other nonfinancial busi-
nesses, which includes construction contractors and
firms providing business and professional services,
there seems to have been a continued expansion of
income and volume of business.
Insurance companies and the other financial
businesses, as well as the group "other nonfinancial
businesses," had continued increases in deposits
to new high levels. For manufacturing and mining
concerns, demand deposit totals increased some-
what and were a little above the high levels reached
in January 1948. Balances of the public utilities
TABLE 1
CHANGES IN OWNERSHIP OF DEMAND DEPOSITS OF INDIVIDUALS
PARTNERSHIPS, AND CORPORATIONS




















































































1 Less than 50 million dollars.
2 Less than 0.05 per cent.
3 Excludes foreign banks and governments.
NOTE.—Detailed figures may not add to totals because of
rounding.
TABLE 2
DEMAND DEPOSITS OF CORPORATIONS AND UNINCORPORATED
BUSINESSES



































































































1 Less than 50 million dollars.
NOTE.—Detailed figures may not add to totals because of round-
ing.
group also increased but were smaller than at the
time of the first few postwar surveys. Deposits of
retail and wholesale trade concerns declined some-
what further from the peak levels of two years ago.
Demand deposits of corporations rose by more
than a billion dollars or 3.5 per cent during 1949,
as shown in Table 2. Their total in January 1950
exceeded the previous peak of January 1948. They
became a larger percentage of the deposits of all
business firms and thus continued a trend that has
been in evidence since 1946. Since the corporate
form of organization is more widely used by larger
than smaller business firms, and since it appears
that smaller firms have not added greatly to their
holdings of liquid assets in other forms, it would
seem that larger businesses have emerged from the
economic readjustments of the past year and of
the postwar period as a whole in a stronger financial
position than smaller firms.
Personal deposits. Starting in January 1948, sur-
vey data have shown personal deposits to be increas-
ing less rapidly or decreasing more sharply than
deposits of business firms. This is in contrast with
the trend during the war and immediate postwar
years, when personal demand deposits were re-
cording greater percentage increases than business
deposits.
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While the total of personal demand deposits did
not change in 1949, individuals made substantial
additions to their holdings of other types of liquid
assets and also maintained their consumption ex-
penditures at the same high level as in 1948. Time
deposits, consisting largely of personal accounts,
rose by more than 1 billion dollars, personal share
holdings in savings and loan associations increased
by almost 1.5 billion dollars, and there was a
net increase of more than a billion dollars in the
outstanding amounts of United States savings bonds
of the types that are purchased mainly by indi-
viduals. However, currency outside banks, which
is largely in the hands of individuals, decreased by
over 600 million dollars between January 31, 1949
and January 31, 1950.
Stability of the total of personal demand balances
from January 1949 to January 1950 resulted from
the first divergent movements since 1941 in the
deposits held by farm and nonfarm individuals
respectively. While they had increased together
from year to year during the war and early post-
war period, and decreased together in 1948, in 1949
there was a decline of 300 million dollars in farmers'
demand deposits and an increase of the same
amount in personal demand balances of nonfarm
individuals.
TABLE 3
CHANGES IN DEMAND DEPOSITS OF INDIVIDUALS, PARTNER-
SHIPS, AND CORPORATIONS, BY FEDERAL RESERVE DISTRICTS















































































1 Includes also changes in deposits of financial businesses, non-
profit associations, trust funds, and foreigners.
2 Less than 0.05 per cent.
The decline in farmers' demand deposits for the
second consecutive year reflects the readjustment in
the agricultural income-expenditure pattern that
began early in 1948. During 1949 farmers appear
to have maintained their expenditures for machin-
TABLE 4
OWNERSHIP OF DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS, SELECTED DATES, 1941-50

























































































































































































P Preliminary. * Not available.
NOTE.—Detailed figures may not add to totals because of rounding.
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ery and other purposes notwithstanding continued
reductions in prices of farm products. The decline
in farmers' balances extended to all Federal Reserve
districts but three, although with varying intensity.
This is illustrated in Table 3. The only sizable in-
crease in farm deposits occurred in the Dallas
District and amounted to 30 million dollars, or 4
per cent. From district to district the direction of
change was somewhat more uniform for farmers'
deposits than for nonfarm personal balances, as
Table 3 shows. Within particular districts the per-
centage variations from 1949 levels were generally
greater for farm than for nonfarm deposits.
Trust funds. Uninvested trust funds carried as
demand deposits in commercial banks declined by
slightly less than 50 million dollars in 1949, fol-
lowing a reduction of about 100 million during
1948. A good part of this decline is probably the
result of a shifting of some trust funds from de-
mand deposits to time deposits by the trustee banks.
There is evidence that such shifting of trust funds
began about mid-1948.
Large and small accounts. Analysis according to
size of deposit indicates that during 1949 there was
an increase in the amount and the percentage of
demand deposits held in the largest accounts (more
than $25,000) and a decrease in the amount and the
proportion of such deposits held in the smallest
accounts (less than $10,000). These changes
characterized both business and personal deposits.
A slight shifting of demand deposits toward the
larger account sizes was also evident in last year's
survey. This development could be due both to
increases in the larger deposits and to a rise in the
smaller balances that advanced them to larger size
classes.
CURRENT EVENTS AND ANNOUNCEMENTS
Federal Reserve Meetings
The Federal Advisory Council held a meeting
in Washington on May 14-16, 1950, and met with
the Board of Governors of the Federal Reserve
System on May 16, 1950.
Death of Branch Director and Appointment of Successor
Mr. Holmes D. Baker, President, The Citizens
National Bank of Frederick, Frederick, Maryland,
who had served as a director of the Baltimore
Branch of the Federal Reserve Bank of Richmond
since January 1, 1946, died on April 15, 1950.
On April 28, the Federal Reserve Bank of Rich-
mond appointed Mr. Charles A. Piper, President,
Liberty Trust Company, Cumberland, Maryland,
as a director of the Baltimore Branch for the un-
expired portion of the term ending December 31,
1951, to succeed Mr. Baker.
Appointment of Class C Director
The Board of Governors on April 25, 1950, an-
nounced the appointment of Mr. Robert P. Patter-
son of Cold Spring, New York, as a Class C di-
rector of the Federal Reserve Bank of New York
for the unexpired portion of the term ending De-
cember 31, 1952. Mr. Patterson is a member of
the legal firm of Patterson, Belknap & Webb, New
York, New York.
Formerly he was a judge of the United States
District Court, Southern New York District, and
was serving as a judge of the United States Circuit
Court of Appeals, Second Circuit, when he resigned
in July 1940 to become Assistant Secretary of War.
He was appointed Under Secretary of War in
December 1940 and served as Secretary of War
from September 1945 to July 1947.
Mr. Patterson succeeds Mr. Robert D. Calkins,
Vice President and Director, General Education
Board, New York, New York, whose term expired.
Resignation of Branch Director
On May 12, 1950, the Board of Governors ac-
cepted the resignation of Mr. Harold F. Silver,
President, Silver Engineering Works, Inc., Denver,
Colorado, as a director of the Denver Branch of
the Federal Reserve Bank of Kansas City. Mr.
Silver had served the Branch as a director since
January 1, 1950.
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